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Abstract 
Given that the Republic of Macedonia is a candidate country for membership in the European Union (since 2005), in the 
framework of this paper will analyze the implementation of the Copenhagen economic criteria. So while until now in Macedonia 
to this problem is not devoted adequate attention in academic circles, it is considered necessary to explain and analyze the 
theoretical aspect of the taken economic reforms. Through this paper I will scrutinize an economic segment, which deals with the 
existence of a functioning market economy as well as the capacity to cope with competitive pressures and market forces within 
the EU, since accession could take place as soon as Macedonia were capable of fulfilling them. The essence of this research has 
to do with an objective analysis based on annual reports of the European Commission. In this research, in addition I made an 
analysis of survey realized with business representatives on the reforms that state had make in the field of economy. I hope that in 
the future this work will encourage research and other activities related to the harmonization of national economic legislation 
with EU legislation. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of Academic World Research and Education Center. 
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1. Introduction 
EU integration represents a strategic goal for the Republic of Macedonia. However, membership of a country in 
the EU requires the fulfillment of many conditions and criteria, while in our case will be discussed particularly with 
regard to economic aspects of integration. From this perspective, the analysis of economic criteria for EU 
membership, is a constant topic and important for Macedonia. This paper aims to give an overview of what has been 
done so far on the path of Macedonia to the EU in terms of economic criteria and sub-criteria for EU membership. 
Regarding the analysis of economic criteria for membership, official data are used by institutions of Macedonia, and 
indicators in the annual regular reports to the European Commission on the progress of the country. At the end of 
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this paper are included conclusions and recommendations towards achieving compliance with the economic criteria 
for EU membership. 
In this paper are not reviewed economic criteria as a checklist, but are analyzed respective fields, to come to 
conclusions, if there is a functioning market economy or not, and if companies are able to cope with competitive 
pressures within the EU. In general, it is not possible to be perceived all the variables that are directly or indirectly 
involved in this matter, therefore, the final assessment of the economic situation; we can say that it contains a small 
degree of subjectivity. 
However, anyway they are taking into consideration a series of macroeconomic and microeconomic variables to 
allow a more thorough analysis, including their mutual interaction. 
2. The Copenhagen economic accession criteria 
In 1993, the Copenhagen European Council defined the following economic criteria for EU accession: The 
existence of a functioning market economy and the capacity to cope with competitive pressure and market forces 
within the Union (Conclusions of the Council, 1993). 
Monitoring the progress of candidate countries in meeting economic accession criteria is thereafter assessed 
annually by the European Commission in its progress reports on each candidate country. In the European 
Commission, the Directorate-General for Economic and Financial Affairs is in charge of monitoring and assessing 
the candidate and potential candidate countries' progress in complying with the two Copenhagen economic criteria. 
The European Commission monitors a series of sub-criteria for each of the economic accession criteria. 
The existence of a functioning market economy characterizes the progress of the country towards a market 
economy and needs to be established as a short-term priority. 
Being a functioning market economy requires: 
- The existence of a broad consensus about essentials of economic policy; 
- Macroeconomic stability (including price stability, sustainable public finances and external accounts); 
- A free interplay of market forces (including liberalized prices and trade); 
- Free market entry and exit (including issues of establishment/bankruptcies of firms); and 
- An adequate legal system (including a system of property rights, enforceability of laws/contracts), 
effectiveness of the judicial system and a sufficiently developed financial sector.  
- Ability of the financial sector to channel savings towards productive investment {(non)banking sector)}; 
- Ownership and enterprise restructuring (privatization and structural reforms); 
- Absence of significant barriers to market entry (establishment of new firms) and exit (bankruptcies, 
liquidations); 
Capacity to cope with competitive pressure and market forces within the EU, as one of the economic EU criteria, 
relate to the quality of the functioning of the economy, the efficient allocation of resources and the relative power of 
competing against other countries’ products, especially in the EU market. In order to be able to cope with the 
competitive pressures upon its accession to the EU, a candidate country must restructure its economy as a whole. 
Within this context, it is of crucial importance that the country restructures the sectors that represent its economic 
backbone. 
Being competitive in the EU requires: 
- The existence of a functioning market economy and a stable macroeconomic framework that allows 
economic agents to take decisions in a climate of predictability; 
- Sufficient human and physical capital (including issues of education, research and infrastructure). 
Enterprises need to invest in order to improve their efficiency and they need to innovate in order to adjust to a 
globalised and highly competitive external environment.   
- Sectorial reforms aimed at increasing productivity and competitiveness (agriculture and rural development, 
manufacturing sector including diversification of the industrial base, services sector including tourism  
- Limited state influence on competitiveness (including issues of trade policy, competition policy, state aids, 
support for small and medium-sized enterprises, etc.); and 
- Sufficient trade and investment integration with the EU.  
Economic criteria for membership in the EU are fairly static; they do not speak much or have adequate academic 
explanations on economy quality. Besides that, the criteria do not discuss/deliberate the effect of compliance on 
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different countries, having in mind the fact that no country has the same economic environment. Still, it is necessary 
for every country to re-examine its position with respect to these criteria and meet them in accordance with EU 
instructions. 
Non-fulfillment of economic prerequisites for EU membership is both a wasted opportunity for a country on its 
way towards EU and a sign of poor results in the economic environment as far as the national economy is concerned 
(Efendic, 2006:4-7). 
It is obvious that economic criteria for EU membership contain short-term as well as long term effects and 
objectives. In the case of short-term objectives, criteria have been established in order to create a stable economy, 
whereas the main purpose in long-term objectives is to create sustainable economies.  
3. Economic reforms in Macedonia: Regulatory reform and the regulations guillotine 
Macedonia has gone through a process of institutional reform, administrative and legislative. Regarding 
economic reforms may be mentioned three phases: (i) 1991-1993: internal expertise for new regulations, (ii) from 
1993 to 2001, aid from the IMF and World Bank in establishing the legal and regulatory process, and (iii) from 2001 
onwards, cooperation with the World Trade Organization and legal reforms in the process of approximation with EU 
legislation (Penev, 2007: 13). 
The regulation level of Macedonian economy has been recognized as too broad and unsuitable for a modern and 
dynamic economy. With a central focus to design an institutional framework that would contain streamlined 
procedures to produce high quality business legislation, the Government initiated a regulatory reform. The first 
comprehensive regulatory reform strategy adopted by the Government of Macedonia was contained in the Program 
of the Government 2006–2010. That two-pronged strategy used tools such as (i) the regulations guillotine, to review 
the stock of regulations (2006-2009) and (ii) the regulatory impact assessment (RIA), to review the flow of 
regulations (2009). Both of these pillars have already been implemented in the Macedonian legislative system and a 
new Regulatory reform Action Plan was adopted in 2011. 
The regulatory reform focuses on designing an institutional framework aimed at strengthening regulatory 
governance in order to improve the quality of business environment legislation and the rule making process through 
the implementation of tools to review the stock of existing regulations as well as the flow of new regulations. 
The regulatory reform was strengthened with the Decision for Introducing Regulations Guillotine in November 
2006, as an institutional mechanism for the simplification of regulations and the removal of unduly cumbersome and 
outdated rules. The Reform is focused on repealing certain bureaucratic procedures which are a breeding ground for 
corruption and create obstacles to investment. 
Aiming to create a favorable legal and regulatory environment, this Program anticipates implementation of a 
process of massive deregulation and reform of the regulatory institutions through: (i) regulatory guillotine: revoking 
hundreds of unnecessary licenses and regulations which prevent companies’ normal operation; (ii) processing 
certain types of licenses within a strictly determined time framework; (iii) enabling the ownership registration to be 
conducted as an administrative, and not a court procedure; (iv) shortening time and procedures of property 
registration from the actual 6-8 procedures which approximately take 75 days to two procedures within 10 days; (v) 
providing for unified payment for ownership registration carried out in the register; (vi) accelerating the property 
registration procedure through computerization: verifying ownership on the Internet, executing and registering the 
transaction; (vii) simplifying procedures for issuing building licenses for individuals and for commercial 
construction: the period for issuing permissions will be limited to 45 days; (viii) introduction of multiple 
inspections: inspectors will inspect construction sites in stages. 
The Government established the institutional framework for regulatory reform with the objective of 
implementing the Regulatory Reform Strategy (2006-2009), and it was composed of: (i) the Coordinative 
Committee headed by the Deputy Prime Minister of the Government for economic affairs, which provides political 
support and is supported by the Sector for Economic policies and Regulatory Reform, (ii) the Committee for 
Regulatory Reforms, comprised of representatives of the Sector for Economic System Current and Development 
Policies, state secretaries from relevant ministries, and the representative of the Secretariat for legislation, and (iii) 
working groups of the ministries and state administrative bodies that provide the presence of the operative level of 
the administration. This institutional structure strongly contributed to the successful implementation of the previous 
regulatory reform strategy. The new strategic Action plan for regulatory reform foresees the establishment of a 
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Central body for better regulation and capacity building within the Ministry of Information Society and 
Administration (Penev, 2012:46-50). 
 
Table 1.Timing of economic regulatory reforms in Macedonia 
Year Activity   
 
 
2006 
Regulatory reform: Regulations guillotine and RIA 
 
Institutional framework: Department for economic policy and regulatory reform, Inst. Framework during reg. 
guillotine (Coordinative committee, Committee for regulatory reform, working groups). 
 
2008 RIA pilot: Law on Court Taxes, Law on waste and waste from packaging 
2009 RIA implementation: RIA methodology, RIA training, Handbook on RIA implementation 
 
2011 
 
Regulatory reform action plan: Continual Regulations Guillotine, Extending RIA implementation by-laws and 
ex-post RIA, RIA in the parliamentary procedure. 
 
2014 
 
The authorities submitted the eighth Pre-accession Economic Programme (PEP), outlining key economic, fiscal 
and structural reforms for the period 2014-2016.  
 
Macedonia was in the group of top 10 reformers according to the Doing Business report of the Word Bank 
(World Bank, 2013). 
The 2013 PEP for the period 2013-2015 outlines key economic, fiscal and structural policies and planned reform 
measures. The key objectives remain promotion of growth and employment. However, many problems remain like 
high unemployment rate, high rate of the grey economy, the general qualification of the workforce remains low, and 
matching the skills of graduates with the needs of potential employers remains a major challenge (Tamara, 2014:74). 
4. Progress of Macedonia in fulfillment of the EU economic membership criteria 
Since the independence (1991) Macedonian government was working to change the economy from centralized 
economy to market oriented economy with quite a success. It has come long way and for this was rewarded with 
status of candidate country of the EU in 2005. 
The need for harmonization of the national legislation of the country with the acquis has been initially incorporated 
within the 2001 Stabilization and Association Agreement (SAA) between the European Communities and 
Macedonia (Art.68). 
The harmonization of the legislation is understood not as a simple transposition of the EU legislation into the 
national laws, it is not a complete equalization done all at once, but some specificities may remain for a certain 
period of time, so that a gradual approximation is achieved and differences are decreasing with the achieving of the 
membership status of the country in the EU (Penev, 2007:46). 
Today, Macedonia has preserved the macro economical stability, the inflation rates are relatively low and the new 
laws are in the process of harmonization with the acquis of the EU.  In this regard, inter alia, in achieving the 
Copenhagen criteria Macedonia has used the financial assistance from the EU, the so-called IPA (Communication 
from the Commission, 2014:9). Assistance (IPA) which was introduced, efficiently targets the interventions which 
concerned the attainment of Copenhagen criteria. However, granting of assistance by EU is only the first step, a lot 
remains to the national institutions and ensuring ownership, absorption capacity are key for successful utilization of 
the funds thus reaching the desired effects and benefits for the society(Taseva, 2012:5). 
Regular political and economic dialogue between the EU and the country has continued through the structures set 
up by the SAA. Meetings of the Stabilisation and Association Committee and the Stabilisation and Association 
Council took place in June and July 2014, respectively. Experts met in seven sub-committees and in a special group 
on public administration reform. Macedonia is engaging in the reinforced multilateral economic dialogue with the 
Commission and with EU Member States, in order to prepare for participation in multilateral surveillance and 
economic policy coordination under the EU’s Economic and Monetary Union. 
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Table 2.Macedonia in fulfillment of Copenhagen economic criteria for 2014 
 
1. The existence of a functioning market economy 
Economic policy The government remains committed to foreign investment and the development of the domestic private 
sector.  
Economic policy and public expenditure management remain driven by ad hoc concerns rather than the 
long-term requirements of the economy. 
Unemployment remains persistently high, in particular among the young.  
Fiscal discipline and transparency deteriorated further, affecting growth enhancing capital spending. 
 
Macroeconomic 
stability 
The economic growth increased to 3.9 %, while FDI inflows accounted for 3.5 % of GDP in 2014. GDP 
per capita remains at about 35 % of the EU average. 
Unemployment rate fell gradually to 28.2 %, and the employability of workers should be improved 
through structural measures and better targeting of the active labour market measures. 
Monetary policy remained successful in defending the currency peg, but fiscal discipline needs and fiscal 
transparencies need to be improved.  
The general government debt ratio has been rising continuously since 2008 (20.6%), mainly on account 
of increasing primary budget deficits. Central government debt stood at 40.8 % of GDP in 2014. Debt 
accumulated by public enterprises estimated at some 8 % of GDP. Hence, total public debt stands at 
close to 50 % of GDP, and is likely to rise further in the mid-term, given the considerable financing 
needs related to planned investment projects. The government needs to take steps to stabilise debt levels. 
 
Interplay of market 
forces 
The economic importance of the public sector remained largely unchanged, with the private sector share 
in total assets of the economy at 85 %. While the overall number of enterprises with government 
participation decreased by 2, the number of enterprises in full state ownership remained unchanged, at 
15, as did the level of capital in the five companies — mainly public utilities — with the largest share of 
state participation. 
 
Market entry and 
exit 
The ‘regulatory guillotine’ project of the government has made some progress in facilitating market 
entry, focusing on the reduction of administrative burdens and on measures for small and medium 
enterprises. However, business still faces difficulties in obtaining licenses and permits — the ‘one-stop 
shop’ procedure is advancing only slowly, and needs to be extended to business activities beyond 
construction permits. 
 
Legal system The government continued to implement judicial reforms aimed at speeding up procedures, notably by 
upgrading information and electronic delivery systems. The legal system for a functioning market 
economy is largely in place, but inefficiencies arise in practice from lengthy procedures hampering 
enforcement of laws. 
The large size of the informal economy continues to hamper competition and the development of a 
formal private sector.  
 
Regarding the free economic zones, domestic companies do not enjoy a level playing field with foreign 
companies as regards incentives. Conditions for obtaining public support implicitly favour foreign firms, 
as local firms can rarely meet the required investment size. 
Financial sector 
development 
 
 
 
 
The financial system remains stable, and supervisory capacities have been further strengthened.  
Access to finance continues to be difficult, and the non-banking segments of the market need to be 
further developed, with a view to widening funding opportunities for the private sector. 
Measures should continue to be taken to repair the bank lending channel, including by fostering the 
clean-up of non-performing loan portfolios. 
2. The capacity to cope with competitive pressure and market forces within the EU 
Human and physical 
capital endowment 
Low labour market participation of women. The level of ed ucation and training of the workforce does 
not correspond adequately to the needs of the economy.  
The government continues to address the labour market challenges primarily through a subsidised 
employment schemes and grants for start-ups, but these measures do not adequately address the 
underlying structural causes of unemployment.  
Capital investment remains modest, gross capital formation amounted to about 29 % of nominal GDP, 
which is below the levels of the preceding two years.  
The state of transport and energy infrastructure hampers economic development in many areas. 
Sector and enterprise 
structure 
Overall, the sectoral and enterprise structure of the economy remains stagnant and focused on low-
productivity activities. The recent increase in the number of large companies suggests that the share of 
more advanced manufacturing activities in the economy might strengthen somewhat in the coming years, 
but a genuine sectoral transformation remains elusive. 
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State influence on 
competitiveness 
The state’s ownership of economic assets remained at about 15 % of GDP. There is a wide range of 
policy instruments through which the government increasingly has an impact on the economy’s 
competitiveness, such as direct subsidies and tax exemptions, in particular for foreign investors; on-site 
firm inspections and fines; involuntary rescheduling of payment contracts; public guarantees for loans to 
state-owned enterprises; public infrastructure projects; and active labour market programmes. Overall, 
the state’s influence on competitiveness through the implementation of other policy instruments seems to 
have increased. 
Economic 
integration and 
convergence with 
the EU 
About 70 % of total exports went to the EU and CEFTA was the second most important trading partner 
(20 % of exports and 12 % of imports). Exports remain highly concentrated, 48 % of exports consisted of 
iron and steel, chemicals, and clothes. Companies from the EU accounted for some 80 % of total FDI 
stock and the EU continues to account for the bulk of foreign direct investment. 
 
Source: Enlargement Strategy and Main Challenges 2014-2015, Brussels, 8.10.2014 
 
4.1 Results 
 
For the purposes of this paper, we carried out a Questionnaire (in January-March 2015) with representatives of 83 
firms in R. of Macedonia. Business representatives have answered 5 questions, in which they express their opinions 
about the questions posed on this issue. Throughout selection of respondents, the demographic, ethnic, gender and 
geographic and other characteristics of the country have been respected. 
 
Table 3. Survey realized with business representatives on the reforms that state had make in the field of economy 
Question Yes No I don’t know 
Are you satisfied with legal reforms in the field of economy? 29 % 71 % 0 % 
    
Are you satisfied with the economic policies in facing with the black economy? 08 % 79 % 13 % 
Do you think the state has created equal business conditions for foreign and 
domestic investors? 
11 % 75 % 14 % 
Are you satisfied with the institutional support of state at the opening of new 
businesses, new firms? 
20 % 58 % 22 % 
Do you think the country is on the right path to the realization of the 
Copenhagen economic criteria? 
32 % 46 % 22 % 
 
In general, the research results show that there is a dissatisfaction expressed by companies and business over 
economic policies of the state. While, in the realization of future economic reforms, equal opportunity of access to 
the market of all economic entities should be as a guiding principle in economic policy. 
5. Conclusions and Recommendations 
Like other countries in transition, many laws were approved for a short time, and as a result, there is no realistic 
review for their impact in practice (especially those related to investments and businesses), but also found serious 
deficiencies in implementation due to absence or poor functioning of institutions. Weaknesses in the rule of law 
continue to negatively affect the business environments of Macedonia. 
Macedonia has maintained macroeconomic stability despite the continued global economic turbulence. However, 
structural imbalances on the labour market are still very pronounced and the business environment is still suffering 
from a slow judiciary and a number of weak and not fully independent regulatory and supervisory institutions. 
As regards the economic criteria, Macedonia continues to be well advanced. In some areas, it has made further 
progress towards becoming a functioning market economy. The country should be able to cope with competitive 
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pressures and market forces within the Union in the medium term, provided that it vigorously implements its reform 
programme in order to reduce significant structural weaknesses. 
The country has maintained a broad consensus on the essentials of economic policies. Monetary policy, based on 
the de facto peg to the euro, contributed to macro-economic stability. Fiscal policy kept spending largely in line with 
revenue growth. Privatization is mainly completed. Price and trade liberalization has been largely accomplished. 
Some further progress has been achieved in facilitating market entry and in simplifying the regulatory framework. 
The judiciary procedures accelerated with the average duration of bankruptcy procedures further reduced. Property 
registration is practically accomplished. The financial sector so far weathered the financial market turbulences rather 
well and maintained its trend towards increased intermediation and market deepening. Gradual progress in the 
education sector has continued. Increased FDI helped to diversify the country’s export structure. 
However, the quality of fiscal governance has deteriorated further; medium-term planning and public expenditure 
management has worsened, and the transparency and reliability of public sector accounts declined. Furthermore, the 
short-term orientation on spending with low growth enhancing effects has continued. Public sector debt has 
increased significantly. Unemployment remained very high. The functioning of the labour market is impeded by 
structural weaknesses. The level of education and qualification of the human capital is low. Similarly, the physical 
capital needs modernization and deepening. Despite gradual improvements, the functioning of the market economy 
continues to be impeded by institutional and judiciary weaknesses. Some regulatory and supervisory agencies still 
lack the necessary resources and leverage to fulfill their functions effectively. The capacity and efficiency of public 
administration in providing services to businesses requires improvement. The informal sector remains an important 
challenge. 
Considering what has been done so far in Euro integration process of Macedonia in terms of economic reforms 
we can mention some results, such as: 
- The state has received candidate status for membership in 2005; 
- Has broad political consensus on the fundamentals of economic policy; 
- Has high degree of liberalization of trade and price liberalization; 
- The state has minimized his intervention in the economy; 
- Has developed legal instruments to promote competition policy; 
- Has achieved high level of alignment in the following areas: free movement of goods, company law, 
financial services, Economic and Monetary Policy, Enterprise and industrial policy, the Customs Union, and 
External Relations; 
- Has advanced progress in the approximation of economic laws with the EU acquis. 
However, major deficiencies still marked throughout this process, which the state was unable to resolve so far. 
The current weaknesses are related to: 
- Stagnation of the country at the opening of negotiation with the EU; 
- Non-banking sector remains underdeveloped; 
- Lack of judicial independence;  
- Lacks a proper cooperation between the Government and the Parliament in implementing regulatory 
reform. 
Recommendations: 
- Strengthening the role of the committees in economic policy creation: National development plans and 
strategies; 
- Cooperation of the Parliamentary Committees for economy, finance and budget with EU Integrations 
Committees in the following areas: State budget: consideration, execution and oversight of implementation; progress 
in the EU integrations process; harmonization of the legislation with the EU acquis;  
- Types of analysis to be prepared in order to improve the efficiency of the committees for economy, finance 
and budget, as: regional economic analysis on trade trends, competitiveness, energy; regional economic policy 
analysis; sharing the knowledge and experience with the relevant committees from the region in the areas of 
common interest; progress in the acceptance of the EU acquis, fiscal and economic policy analysis; 
- Cooperation with the private sector (NGOs, SMEs, Chambers of commerce); 
- Improving the control function of the parliament over executive: reports of the relevant ministries related to 
their work; government annual reports; stronger parliamentary control over the executive branch and through 
monitoring of the law implementation; reports of the EU integration office related to its work); 
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- Efforts must be made in establishing a knowledge-based economy. 
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